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{| In a letter I received recently from one 
of our English members, there appeared 
this comment: “I have always felt that we 
were a wasteful people. Now we have 
been thoroughly awakened to that fact. 
The crisis has done it.” I noticed that 
his typewritten communication on busi- 
ness stationery was written on both sides 
of each page and that the envelope had 
been used twice. 


{| The events of recent months overseas 
have had many lessons for America. Here 
is another one, because like the English, 
we too are a wasteful people. I daresay 
that our national losses for one year in 
the home, in the factory and in govern- 
ment would go a long way toward financ- 
ing Germany's entire European campaign 
of the last year. We are a nation of 130 
million people, all intent on serving each 
other’s needs, but at the same time creat- 
ing mountains of wasted material and 
rivers of wasted time. 


| We are now entering upon a great era 
of rearmament. It should be a period of 
conservation as well as rearmament; but I 
fear that it will be hard to have both. In- 
deed there is grave danger that waste will 
increase. In the first place, the program 
is likely to be carried forward in a some- 
what feverish and hasty atmosphere. There 
will be a tendency to adopt the easy policy 
of ‘Hang the cost, let’s get the work out.” 
Immediately threatened will be our hard- 
earned progress in management efficiency. 


| We might well take a leaf from the 
Germans’ book. Here is a nation that 
has been pinched blue for the want of 
things that to us are commonplace. Yet 
today the Germans dominate the continent 
of Europe. Their soldiers have marched 
in shoes made of “ersatz” leather. Their 
airmen have flown planes, which accord- 
ing to all reports are made of the cheap- 
est materials—the thinnest-gauge alumi- 
num, and most of them without the in- 
struments that are ordinarily considered 
essential to air navigation. One dispatch 
stated that the Reich ordered women to 
save their haircombings and game hunters 
to increase their catch of rabbits because 
these materials could be used in the manu- 
facture of munitions. 


| One can speculate endlessly on what 
has been responsible for the German suc- 
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cesses, but I think we are being superficial 
if we ascribe them to superior material and 
better strategy than her enemies. Rather 
it was the thinking of the people who 
were made to appreciate grimly the per- 
sonal responsibility that each one bore 
and the personal sacrifice that each had 
to make to win the struggle. Nothing that 
Germany has done can be condoned, yet 
if we are realists we must appreciate of 
what elements her success is compounded. 
Such an examination should make us 
realize that success in warfare requires 
more than guns alone; it requires more 
importantly a rearmament of the spirit—a 
task, I am afraid, to which little thought 
has been given. 


| That we will soon be fighting Germany 
is probably a safe conclusion. It will not 
necessarily be a war of physical combat. 
It will more likely be a war of trade, a 
bloodless struggle in which we will fight 
for our economic life. The zealots of 
Germany are going to turn all the energy 
that is now going into their war machine 
into making goods cheaper than we can. 
This nation’s non-wasters will manufac- 
ture products so cheaply that no tariff 
walls here or in any other part of the 
world will be high enough to keep them 
out. Sources of raw material that have 
been closed to Germany for the past 
quarter-century will now be opened to 
her, and so will new world markets for 
the dumping of her finished goods. 


{] We are going to meet a harder foe than 
we have ever known, and our defense will 
be our industrial skill. If our industry is 
good enough, our management alert 
enough, our workers willing enough, and 
our government cooperative enough, we 
will win. We will certainly win if we 
have some of the spirit that Germany's 
citizens have. 


| We have not yet reached the point 
where we must write on both sides of the 
Paper or use envelopes twice. But we are 
at the point where we are courting danger 
if we are wasteful in the use of our men, 
our machines, and our money. To do so 
may be to sow the seeds of our destruc- 
tion. 
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BUSINESS 
OUTLOOK 


Rising Trend of Business 


Indexes of industrial activity show 
that during the month of June business 
volume continued to advance vigorous! 
This rise has continued since last Apri 
and, although there have been fears that 
it would terminate this Summer, they 
misgivings have not as yet materialized, 
though observers believe that some sli 
decline may evidence itself just before the 
Autumn season. This is the current busi 
ness situation as described by the reports 
on the inside pages of this bulletin, 


In broad outline what has happened is 
this: The advance had its foundations in 
foreign orders placed here for badly 
needed war supplies. Upon the capitula- 
tion of France, there was a brief intertup- 
tion, but orders from that country that had 
been filed here were taken over in orderly 
fashion by England without seriously dis 
rupting the forward progress. With pas 
sage of our own defense program, the 
trend gained additional momentum. The 
activity required for our domestic defense 
now far exceeds that involved in supply- 
ing foreign nations, and, as our defense 
program is only in its early stages, its full 
effect is yet to be felt. 

But in spite of this encouraging back- 
ground, business sentiment is not univer- 
sally sanguine. Some believe that Eng- 
land’s defeat is imminent and that when 
it comes a wave of pessimism will sweep 
the country, driving markets down and 
bringing much activity to a halt. With the 
fall of England, these observers believe, 
our exports to Europe, for all practical 
purposes, will be nil. Then American 
business, burdened down with taxes and 
restrictive legislation, will have to pit 
itself against the inroads of the govem- 
ment-stabilized industries of Germany. It 
is clear, however, that this pessimism is 
based upon the sheerest of speculation 
By far it is not the dominating opinion 
among business observers. It might just 
as well be argued that, should England be 
defeated, her downfall might have the 
reverse effect upon business sentiment, 
since such a cataclysm might spur our de 
fense work to even greater lengths. 
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The seasonally adjusted index of industrial ac- 
tivity, after advancing for nine consecutive weeks, 
declined during the week ended July 6; despite 
the decline, the index remained 15.8% above the 
corresponding week last year (July 20). 


Figures on national income show that this year 
is maintaining the favorable trend that was estab- 
lished last year. The months so far show an 
average income level well above that prevailing 
in the same period of 1939 (July 20). 


Business Week 





This is a period in which business is better 
than sentiment; though Business Week's Index 
has reached another new high for the year, both 
stock and commodity markets have shown little 
inclination to take seriously the rising level of 
profits of American corporations or the inevitable 
rising level of consumption (July 20). 












Money and 
Credit 


The Department of Commerce reports that gold 
imports into the U.S. during the month of June 
amounted to $1,162,975,000, a new high well 
above the May total; the Treasury announced that 
the per capita circulation of U.S. currency on June 
30 amounted to $59.39 as compared with $53.21 
on June 30, 1939 (July 20). 


Any stability in international affairs would 
restore much confidence and might have an espe- 
cially salutary effect upon credit, whose potenti- 
alities are vast as an examination of people's 
deposits, the banks’ reserves, and the country’s 
monetary stock w.ll show (July 20). 


Commercial loans of the weekly reporting Fed- 
eral Reserve member banks in 101 cities are now 
almost exactly $4,400,000,000, a level that was 
not reached in the 1939 boom until the middle of 
December; barring the cessation of hostilities in 
Europe, this Fall's expansion in loan volume 
might very well eclipse that of 1937 (July 6). 









Security 
Markets 


The stock market has remained practically sta- 
tionary for the first half of the month; a lateral 
movement of this sort to the accompaniment of 
volume as small as that witnessed is a normal 
preparation stage for the next major or secondary 
movement. The constructive factor is the action 
of the bond market (July 18). 


The stock market seems well deflated; indeed, 
the low levels reached by stock prices on the re- 
cent slump already appear to have largely antici- 
pated even a sharp readjustment in business re- 
sulting from ending of war orders in the event 
of early peace (July 20). 








Production 


Basic conditions in steel activity have shown a 
further improvement this week as witnessed by the 
rise in the annual normal demand for steel to 
39.44% of capacity from last week's figure of 
38.9% and from the 1940 low of 38.8% reached 
two weeks ago; no material downward adjust- 
ment is indicated (July 20). 


Were peace to come in the nearby future, any 
depressing effect it would have here would be 
discounted by the gathering momentum of our 
own armament program; companies and _ indi- 
viduals would be less reluctant to make capital 
outlays, and trade channels now closed would be 
reopened (July 20). 








Distribution 


Department store sales in the U.S. during the 
week ended July 6 were 7% larger than a year 
ago, as compared with a gain of 5% in the pre- 
vious week (July 20). 


While auto dealers are carrying more cars than 
at this time in previous years, allowances must 
be made for the fact that the expanded demand 
requires a larger assortment to be kept on hand 
and that the increased rate of sales should facili- 
tate the disposal of remaining cars as the season 
draws to a close (July 6). 








Construction 








Agriculture 


Benefiting from both a higher price level and 
a larger volume sold, the farmer's income from 
marketings in May rose to $598,000,000 this year 
from $528,000,000 last year; during the first five 
months of this year farmers received 10.5% more 
from their sales than in the same period last year 
(July 20). 








Commodity 
Prices 


In the week ended July 6, the price of manu- 
factured goods rose from the years’ low of 85.3 to 
85.6; the price index of farm products also rose 
but to a greater extent so that the purchasing 
power index rose to 74.3 from last week’s figure 
of 73.4 (July 20). 


With construction activity figured at its peak 
or 100% in 1929, it stood in 1939 at 58.5%; in 
1938 at 47.7; in 1937, 51.8; in 1936, 42.8; in 
1935, 26.3; in 1934, at 20.0; in 1933, at 15.8 
(July 20). 








If there is a peace in the immediate future, it 
would depress the prices of such commodities as 
copper, lead, tin, zinc, scrap, wool, silk and rub- 
ber; on the other hand the prices of such com- 
modities as wheat, cotton, fats, oils, etc., might 
go up (July 6). 





Labor and 
Wages 









Foreign Trade 
and 


Conditions 








The index of factory payrolls, on the basis of 
1923-1925 as 100, rose in May to 96.4 from the 
April level of 96.3; this rise was not sufficient to 
offset the decline from March to April, and, with 
the exception of last month, the May index was at 
the lowest level since last September (July 13). 


Income figures show that workers’ salaries and 
wages during the first five months of 1940 com- 
pare with the similar period of the years 1937, 
1938, and 1939 as follows: 7% more than 1939; 
11 more than 1938; and 1.1% less than 1937 
(July 20). 





Although the foundation for a sharp increase in 
commodity prices exists in Europe, such an in- 
rease is not to be expected. The factors that will 
prevent it are: rationing to prevent commodity 
hortages; taxation to reduce money in circula- 
tion; sales of government securities to individuals 
so that banks cannot buy them (July 20). 





Despite the tremendous resources of her empire 
and the “material” aid she is receiving from the 
U.S., Britain must consider two possibilities: a 
negotiated peace, or, the odds that a Nazi attack 
would be so severe that it would force her capitu- 
lation; indications are that the former possibility 
will receive great consideration (July 6). 





A bearish psychology has developed in security 
markets on the theory that defense spending is 
overrated as a factor in near-term expansion; 
Wall Street fears that England’s defeat is immi- 
nent, and neither the markets nor business men 
have fully discounted it (July 20). 





The steel industry, which has been the leader 
on the rise, has been flattening out during the last 
three weeks, and steel scrap prices—usually a good 
forecaster of the steel operating rate—have been 
soft; however, it is too soon yet to write off the 
current upward move as finished (July 13). 





Consumer income, which turned up slightly in 
May, has now produced the predicted improve- 
ment in retail buying; automobile sales have also 
been going up contra-seasonally in a sharp recov- 
ery from a bad letdown during the last 20 days 
of May (July 6). 





Heavy construction contracts awarded have 
reached the second highest weekly total on record, 
according to figures compiled by Engineering 
News-Record; if $47,000,000 of contracts for 
defense works in U.S. possessions are included, 
the total would surpass the all-time weekly high 
reached during March 1930 (July 20). 





The Department of Agriculture has raised its 
estimate on winter wheat from 489,000,000 bu. 
on June 1 to 524,000,000 bu. on July 1, while the 
official prediction for spring wheat is 35,000,000 
bu. less than was computed a month ago; it is 
likely that the United States will hardly produce 
its own needs in 1940 (July 20). 





During the latest week for which figures are 
available, Moody's Spot Commodity Price Index 
averaged 155.8, which compares with 156.4 a 
month ago and 142.0 a year ago (Dec. 31, 1931= 
100) (July 20). 





Don’t count on changes in the Wage-Hour 
Law, Wagner Act, or other important labor legis- 
lation during the remainder of the present Con- 
gressional session; major groups of labor are 
playing ball on the defense program, and there is 
a marked decline in demands from industry for 
correctives (July 13). 





More than 150 potential war materials can no 
longer be shipped from this country without spe- 
cial licenses; best guess in the commodity markets 
is that licenses will be refused from the first for 
goods bound for German-controlled Europe but 
that there will be no immediate tightening up 
elsewhere (July 13). 
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Business activity moved rapidly forward during 
June and continued at the improved level during 
the first part of July; increased industrial oper- 
ations were particularly pronounced in the heavier 
industries, while retail and wholesale trades, 
though seasonally slow, were considerably more 
active than a year ago (August). 


The fate of England is the most important 
problem we have ever faced nationally except 
perhaps during the Revolutionary War and the 
Civil War; these two conflicts were fundamentally 
important to us as a nation; but now we are wit- 
nessing the remaking of the world (July 15). 


Domestic business reports during June have 
shown little fresh influence of the events abroad; 
even during May, business was in an upswing, 
led by the steel industry, and since the weather 
became more seasonable the improvement has ex- 
tended to retail trade and to the merchandise 
industries (July). 





Bank clearings (23 cities) totaled $21,837,971 
in June, 10.4% below the May level and 5.9% 
below last June; the adjusted Insolvency Index 
(Failures) stood at 64.4 in June, compared with 
65.6 in May and 69.3 in the previous June 
(August). 


_ Member bank excess reserves rose further dur- 
ing June to $6,800,000,000 as a result of heavy 
gold imports, and interest rates continued to rule 
at their prevailing low level; currency in cir- 
culation on June 26 stood at $7,780,000,000—a 
new high point for all time (July). 





Stock prices moved narrowly during June, and 
the volume of transactions was less than one-half 
of that of the preceding month; daily average 
transactions in June totaled 622,985, against 
1,498,642 in May (August). 





The Federal Reserve Board’s index of indus- 
trial production rose to 114 in June from 106 in 
May; a year ago the index stood at 98; by far the 
largest increase was registered in iron and steel 
manufactures, although textiles, plate glass, bee- 
hive coke, and iron ore output also gained 
(August). 


The index of the volume of physical produc- 
tion which was 25.3% below normal in April, 
was 23.2% below normal in May. The prelim- 
inary estimates for June indicate that the advance 
has continued vigorously and that the index will 
be only 16% below normal in June (July 15). 





The United States Trade Barometer for May 
stood at 91.5, 2% above the April level and 
9.1% above the previous May; a preliminary 
figure for June showed little or no change from 
the May level, on a seasonally adjusted basis 
(August). 





Building permit values in 215 cities in June 
were somewhat below the levels of the two pre- 
vious months; a total of $115,028,090 in June 
1940 compared with a similar total of $120,912,- 
252 in 1939 and with a total of $87,636,427 in 
the corresponding month of 1938 (August). 


Hourly wages of factory workers are now three 
times as high as they were when the first World 
War began; taking into account the advance in 
the cost of living since 1914 the worker of today 
now has almost 60% more purchasing power than 
the worker of that time (July 15). 





Sentiment has steadied, and security markets 
have been firmer, with more attention to the home 
situation; trading in government and high-grade 
municipal and corporate issues last month was not 
particularly active, and there was little evidence 
of liquidation on the part of banks, insurance 
companies and other institutions (July). 





New orders for steel have equaled or exceeded 
mill capacity for some weeks, and the operating 
rate has advanced to 87% with good backlogs in 
hand; auto output has continued surprisingly high 
in view of the lateness of the season and heavy 
dealers’ stocks, but the Summer curtailment will 
probably be heavier than usual (July). 





Improvement in retail trade is particularly 
noticeable in the industrial areas; department 
store sales have been better than usual in com- 
parison with May figures, and substantially ahead 
of last year (July). 





Housing problems are already becoming im- 
portant in localities where industrial activity has 
been sharply increased because of war orders; it 
now seems probable that these problems will soon 
become serious in a good many places (July 15). 








A high proportion of South American products 
are agricultural and compete with United States 
products, and in some of these we have a surplus 
problem ourselves; nevertheless, we cannot ac- 
quire and hold an increased share of South Amer- 
ican trade unless we also make larger purchases 
of South American goods and services (July). 





The most influential factor in commodity mar- 
kets during June and the first three weeks of 
July was the trend of European developments ; 
The Daily Wholesale Price Index rose moderately 
during June, dipped at the end of the month as 
France capitulated to Germany, and moved list- 
lessly during early July (August). 


Costs of living have almost always increased 
sharply in countries that were waging war; one 
reason for such advances has usually been that 
factory payrolls have greatly increased as war 
goods production advanced, while little corre- 
sponding increase occurred in consumer goods 
(July 15). 


Losses of export trade which the South Amer- 
ican countries may expect as a result of the 
closing of the Continental European markets may 
cause pressure to dispose of commodities in the 
United States which formerly went to the Con- 
tinent, and thus have a depressing influence upon 
markets here (July). 





While the hourly wages of factory workers are 
three times what they were in 1914, the average 
hours of work per week are now only about two- 
thirds as many as they were then; factory workers 
in 1914 worked an average of 51.5 hours per 
week, now about 38.1 hours (July 15). 





Merchandise exports and imports of the United 
States were both fractionally higher in May than 
in April; finished and semi-manufactured goods 
were becoming an increasingly large part of the 
export trade, with a particularly large gain regis- 
tered by paper and paper products (August). 





Exports have not been increasing as they did 
during the first World War, or even as they were 
last Winter; in January our merchandise exports 
were 74% greater than they had been in January 
of 1939; but in May exports were only 30% more 
than they had been one year earlier (July 15). 


Half the European trade which we had during 
the first quarter has been lost; only our shipments 
to Great Britain, plus the small amount to Spain 
and Portugal and a scattering elsewhere, can now 
be continued, although exports to Britain may rise 
to approximately $1,000,000,000 a year (July). 
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October 24-25-26 Are Dates 


For Office Management Conference 


Thursday, Friday and Saturday, October 24, 25, 26 are the dates set for the 


AMA Office Management Conference. 


The sessions will be held in New York City 


at the Hotel Roosevelt. They will constitute the first major AMA divisional conference 


of the Association’s meeting season. 


Customarily, the meeting covers only two days. 


Norman C. Firth, Managing 


Editor, Dun’s Review and vice president of the Office Management Division, said 


that the sessions on Saturday have been 
added to permit informal and “off-the- 
record” discussion of topics not treated 
on the two previous days. The topics 
that comprise the meeting were deter- 
mined on the basis of wide canvassing of 
executives in the AMA’s membership who 
have office management responsibilities. 
Hundreds of suggestions were received by 
the Association and a careful statistical 
analysis was made of them to determine 
preferences, 

Subjects on which papers are under 
definite consideration or in actual prepa- 
ration are the following: 


Status of Office Management Today 

Problems Faced by the Office Man- 
ager in a National Defense Pro- 
gram 

Job Evaluation in the Office 

Incentive Payments for Office 

Workers 

Measuring Office Output 

Ability and Aptitude Tests 

Better Office Supervision 

How to Improve Letter-Writing 

“How We Do It”—A symposium of 

brief papers showing how a wide 
variety of practical office operat- 
ing problems are being solved. 

Adjusting Office Operations to the 

Hours Provision of the F.L.S.A.— 
An off-the-record dinner-smoker 
session. 

The informal sessions on Saturday 
morning will be designed to permit a 
frank interchange of ideas on the follow- 
ing topics: 

Office Unionization 

Poor Management Techniques Un- 

earthed by Studies of Clerical 
Operations 
Standardization in the Office. 


Packaging Committee Seeks 
Program Topic Suggestions 


A program for the next Packaging 
Conference based entirely on topics sug- 
gested by manufacturers and buyers of 
packages and packaging materials 1s the 
aim of the committee that is planning the 
sessions which will run concurrently with 
the Eleventh Annual Packaging, Packing 
and Shipping Exposition, to be held in 
Chicago on April 1-4, 1941. 

Henry J. Howlett, Secretary of the 
Association, has announced that active 
committee work on the program will start 
in a few weeks, and requests interested 
members to send in suggestions for topics. 


‘Leads Finance Division 





ERNEST F, RUMPF 


One of the recently elected vice presi- 
dents of the AMA is Ernest F. Rumpf 
who during the year 1940-41 will be in 
charge of the Association’s Division of Fi- 
nance and Accounts, Mr. Rumpf has long 
been identified with AMA activities and 
for the last year has been a member of 


the Association’s Board of Directors. 


Niven. 


pany. 


James O. McKinsey. 
the Kenwood Mills in 1933 as Secretary- 





| 


mately $130,000,000 in assets, and with 
its 36 subsidiaries employs 11,000 people. 


AMA’s Finance Division includes 


corporation financial officers from com- 
panies in nearly every industry in the 
United States. It has been led for the 
last two years by F. B. Flahive, Comp- 
troller, Columbia Gas and Electric Cor- 
poration. 





A graduate of the University of Min- 
nesota and a certified public accountant, 
he first practiced public accounting in 
Minneapolis for the firm of Touche, 
Subsequently he was Vice Presi- 
dent-Comptroller of the Motor Transit 
Corporation, operators of the Greyhound 
Lines, during the formation of that com- 
For a time Mr. Rumpf was asso- 
ciated with the late James O. McKinsey, 
the distinguished authority on scientific 
management and organization, and in 
1931 opened the New York office of 
He then went to 


Comptroller and in 1939 became Vice 
President of the Pittsburgh Coal Com- 
pany, which position he now holds. This 
company is the largest producer of bitu- 
minous coal in the industry, has approxi- 


| 





Production Conference to Be 
In Cleveland, Nov. 12-13 


The AMA Production Division will 
hold its Autumn Conference on Tuesday 
and Wednesday, November 12 and 13 in 
the city of Cleveland, it has been an- 
nounced by D. F. Carpenter, Director of 
Manufacture, Remington Arms Company, 
Inc., vice president of the Division. A 
preliminary planning meeting has been 
held and questionnaires on topic sugges- 
tions have been sent out to 600 produc- 
tion executives among member companies 
of the AMA. Members are requested to 
send these questionnaires in as promptly 
as possible. The Association will be glad 
to send extra copies of this questionnaire 
to any company that wishes to distribute 
them in its organization. 
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(Continued ) 

upon industry, and the competitive con- 
ditions that will be created, will force 
many companies that have allowed their 
management methods to grow obsolete 
along with their machinery to check up 
on themselves. There are undoubtedly 
thousands of companies in the United 
States that are merely “in business’ and 
give little thought to how they can im- 
prove their methods of doing business. 
It is the shortsightedness of such con- 
cerns that contributes to economic inefh- 
ciency, uneconomic pricing, and bad 
labor conditions. 

Training: Consider, for example, the 
matter of training. In many concerns 
training programs went by the board dur- 
ing the 1930's; in other companies, train- 
ing has never been considered a part of 
the business but merely a luxury that can 
be afforded only by the “million dollar 
corporations.” Shortages in personnel are 
going to require the revival of training 
programs, and concerns that have never 
considered training to be an industrial re- 
sponsibility are going to have to change 
their ways of thinking. Training, whether 
a concern realizes it or not, is inevitable. 
Whether a company has a formal train- 
ing program or not, there is always a 
training expense. A formal program sim- 
ply insures that this money is being spent 
efficiently. 

To keep in the competitive swing, to 
land and execute orders efficiently and 
make a profit on them, all industrial or- 
ganizations will be obliged to constantly 
improve their methods of management. 
Member companies of the American 
Management Association who participate 
in the Association’s activities throughout 
the year are insured against management 
obsolescence, because the Association dur- 
ing the 12 months’ period provides a 
company with an opportunity to check up 
on every facet of its corporate setup. 
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